This study examines the causal relationships between tourism, physical capital, human capital, household consumption expenditure and economic growth for the period 1981-2014 using Structural Breaks tests, Autoregressive Lag (Distributed A.R.D.L.) approach and Granger causality test. There is one cointegrating relationship between these variables, while the V.E.C.M. comprises both a short-and long-run relation. Tourism has a negative impact on Iranian's economic growth both in the short-and longrun. The results showed there is unidirectional causality running from international tourism to economic growth. Our findings have also empirically verified the presence of the Tourism-Led Growth Hypothesis (T.L.G.H.) in Iran. Tourism could be an effective substance for the growth of the Iranian economy. They showed that tourism is in part an endogenous growth process, requiring a systematic allocation of resources to sustain its development for local and regional economies.
Introduction
It is more than a decade that tourism has been converted into the biggest industry in the world and it is constantly developing. Today this industry is a great income resource for many countries and most governments support tourism industry actively.
Over the past few decades, the expansion and diversification in tourism sector has remarked. When we compare the tourism sector to other economic sectors we observe the fastest growth rate in the tourism sector. This growth is continuous by occasional shocks. According to the World Tourism Organization (2015), international tourist arrivals in the world have surged from 278 million in 1980 to 1133 million in 2014. Moreover, international tourist arrivals have grown by 4.4% and reached 1200 million in 2015 (UNWTO, 2016) . The international tourist arrivals are expected to grow by 3.3% in a year over the period 2010-2030 and are expected to reach 1.8 billion by 2030.
The major factor of economic growth in many parts of the world has been tourism, since all sectors are related with this industry, both directly and indirectly.
Tourism is very important for many countries, due to revenues generated from tourism consumption of products and services, from taxes collected by the tourism industry, as well as opportunities for employment in the tourism service industry. Over the past several decades, the relationship between tourism spending expenditure and economic growth for both developing and developed countries has been extensively researched. Knowledge of the causal relationship between tourism expenditure spending and economic growth is of particular importance to policymakers, as tourism policies are becoming major concerns for these countries.
Tourism, despite the ongoing debates about its definition over the past decades, is commonly recognised as a human activity that defines the demand for and supply of its products and the usage of resources that may result in either positive or negative socio-economic consequences at both national and international level. The significance of the economic approach and perspective to understanding this human activity is widely known. As far as both its demand and supply are concerned, tourism has distinct characteristics which set it apart from other economic activities (Stabler, Papatheodorou, & Sinclair, 2010) .
Iran has great attractions, so this potential should be exploited in a rational way to have some valuable economic benefits. The tourism and growth nexus can be justified through various channels. How it is admitted fact on the all the hands that increase in tourism leads to balance of payments progress through reduction in current account deficit and increase G.D.P. growth. Various studies validate the long-run relationship between tourism and growth (Brida & Risso, 2009) . Therefore, given the importance of the tourism industry, the objective of this research is to study the causal relationship between the tourism industry and economic growth in Iran during the years 1980-2014 using a vector auto-correction model and the Granger causality test. The G.D.P. variable has been applied as economic growth index tourism receipts as the replacement variable of tourism industry.
The rest of this article is organised as follows: The next section surveys the literature. Section 3 explains the theoretical model and the data used in this study is explained. Section 4 discusses the econometric procedures followed. The empirical findings will then be presented in Section 5 followed by concluding remarks and policy implications in Section 6.
Literature survey
The relationship between tourism and economic growth can be analysed by testing three hypotheses:
1. the Tourism-Led Economic Growth hypothesis 2. the Economic-Driven Tourism Development hypothesis 3. reciprocal causality hypothesis (Oh, 2005) .
The first hypothesis states that tourism leads economic growth and the causal relationship should be unidirectional running from tourism to economic growth for this. The second hypothesis describes how economic growth drives tourism and that there must be unidirectional causality going from economic growth to tourism. Hypothesis 3 combines both hypotheses 1 and 2, and predicts bidirectional causality between economic growth and tourism.
Because of the potential economic benefits of tourism, such as increases in foreign exchange earnings, income, employment and taxes (Balaguer & Cantavella-Jorda, 2002; Dritsakis, 2004; Durbarry, 2002) . It is generally believed that tourism has contributed positively to economic growth. Over recent decades, the relationship between tourism expenditure and economic growth for both developing and developed countries has been widely researched. Researchers showed that the trickledown effect of tourism development not only enhances tourism sector but also generates overall economic growth (Lee and Chang, 2008) .
The relationship between economic growth and international tourism has long been of interest and empirically investigated in the tourism-led growth literature. The effects of international tourism in developing countries have also long been of interest to both scholars and policymakers (Clancy, 1999) . Chen and Devereux (1999) argued that tourism may reduce welfare for trade regimes dominated by export taxes, or import subsidies. Using a theoretical framework, they demonstrated that foreign direct investment in the form of tourism is, for the most part, beneficial while tourist immiserisation is also possible in sub-Saharan Africa.
A bidirectional relationship has also been discovered by some researchers, Dritsakis (2004) using time-series data for the period 1960-2000 in Greece and a V.E.C.M., he found that tourism and economic growth mutually Granger-cause each other. The tourism-led growth hypothesis (T.L.G.H.) is confirmed through cointegration and causality testing. Similarity Gunduz and Hatemi (2005) empirically confirmed the T.L.G.H. for Turkey using the leveraged bootstrap causality tests. They found unidirectional causality running from international tourist arrivals to economic growth of Turkey. On the other hand, Oh (2005) examined the casual relation between tourism development and economic growth over the period 1975-2001 in Korea. The results suggested that growth-led tourism hypothesis is confirmed through cointegration and causality tests in Korea.
Using structural break tests, Lee (2008) studied the changes affecting the consistency and stability of long-run relationship between tourism development and G.D.P. for the period 1959-2003 in Taiwan. The experimental causal relationship between real G.D.P. (R.G.D.P.), tourism expenditure and the real exchange rate has been investigated in a multivariate model and tested the unit root and cointegration tests used to evaluate the structural break. Empirical evidence clearly showed a bidirectional causal relationship between tourism and economic growth. Finally, changes in the political and economic shocks and inertia control the tourism sector and some policies.
With the annual data from 1980 to 2007, Nanthakumar, Ibrahim and Harun (2008) examined the hypothesis of economic-driven tourism growth in Malaysia using a trivariate model with R.G.D.P., total tourist arrivals and C.P.I.. The findings showed that bidirectional relationship between C.P.I. and tourist arrivals and between C.P.I. and G.D.P., whilst suggested economic factors drive Malaysia's tourism sector. Brida and Risso (2009) explored T.L.G.H. by applying Granger causality and impulse response function for period 1988-2008. They applied tourism expenditure as a proxy of tourism development and empirics discovered unidirectional causality running from tourism expenditure and exchange rate to economic growth for Chile. The same findings have been derived for Singapore by Katircioǧ lu (2011), using annual data series from 1960-2007. In South Africa, Akinboade and Braimoh (2010) investigated multivariate V.A.R. model and Sims Granger causality for the tourism-led economic growth and concluded the existence of tourism-led economic growth. For Malaysia from January 1995 to February 2009, Tang (2011) studied the casual relation between tourism development and economic growth based on a dataset of 12 different tourism markets using the Error Correction Model (E.C.M.) in Malaysia. The empirical results showed that only five out of 12 tourism markets contribute to economic growth in the long-run, and six out of 12 tourism markets in the short-run.
Further, Savaş, Beşkaya, and Şamilo glu (2012) used two proxies for tourism development (tourism arrivals and tourism expenditure) and analysed the T.L.G.H. for the period 1984Q1-2008Q3 for Turkey. They indicated that tourism causes economic growth.
A recent study by Georgantopoulos (2012) 
Model
To determine the sensitivity of income growth rate to tourism we used investment in physical and human capital The following equation is:
The short-and long-run relationship between R.G.D.P. and tourism receipts are examined in natural logarithms. the following linear logarithm form is proposed:
Where GDP is the real per capita G.D.P. and TOUR is per capita tourist receipts in US$; GCF is the gross fixed capital formation as a percent of R.G.D.P. used as a proxy for investment in physical capital, G.P.I. is proxy of human capital. The impact of household consumption expenditures (H.H.C.it) on economic growth is controversial. Neoclassical economic theory posits (Solow, 1956; ) that higher household consumption expenditures tend to lower economic growth by lowering investment because of reduced savings.
Econometric methods

Unit root test
The Phillips and Perron (P.P.) (1988) Unit Root Tests are used (Dickey & Fuller, 1981) . The P.P. procedures, which compute a residual variance that is robust to autocorrelation, are applied to test for unit roots as an alternative to Augmented Dickey-Fuller (A.D.F.) unit root test.
Having tested for the stationarity of each time series and found that all of them are I (1), the next step is to examine whether there exists a long-run relationship between the variables in our model. The cointegrating relationship has been tested, using the tests proposed by Johansen (1988) and Johansen and Juselius (2009) . Johansen's (1991) tests are based on reduced rank regression in which the maximum likelihood estimates are computed in the multivariate cointegration model with Gaussian errors. One of the advantages of this technique is that it allows one to draw a conclusion about the number of cointegrating relationships among observed variables. Another advantage is not requiring a priori assumptions of endogeneity or exogeneity of the variables. Cheung and Lai (1993) mentioned that the trace test is more robust than the maximum Eigen value test for cointegration. The Johansen trace test tries to determine the number of cointegrating vectors among variables. There should be at least one cointegrating vector for a possible cointegration.
To investigate a long-run relationship between the variables under consideration, the bounds test for cointegration within the Autoregressive Distributed Lag (A.R.D.L.) modelling approach is applied in this study. The A.R.D.L. modelling approach involves estimating the following E.C.M.s. The null hypothesis of the series has a unit root against the alternative of stationary. The A.R.D.L. framework is as follows:
Where ECM t-1 is is gained from the following equation:
The Error Correction Term (ECM tÀ1 ) indicates how quickly the variables return to the long-run equilibrium and it should have a negative sign. The diagnostic tests and stability are also conducted. Granger (1988) Table 1 shows some descriptive statistics and pair-wise correlations of the variables for the period 1980-2014 in Iran.
Empirical results
The N.G.-Perron unit root test results are reported in Table 2 . The all variables are stationary after taking first difference, I(1).
We apply the Perron structural break unit root test (Perron, 1989) . This test analysis the unit root problem in the existence of single unknown structural break. Table  3 shows that the Perron structural break unit root test results.
The results show that all series are stationary at 1st difference in the structural breaks method. The structural breaks in 2006, 2011 and 2012 are found for economic growth, tourism receipts, physical capital, human capital and household consumption expenditures, respectively. Since both unit root tests consistently suggest that all variables are I (1), we can proceed to test for the presence of a long-run equilibrium relationship between economic growth and its determinants using in Iran the Johansen-Juselius cointegration approach. The results are presented in Tables 4 and 5 .
The null hypothesis of no cointegration against alternative relationship of at one cointegrating relationship and cannot be released to any model at a significance level of 5%. There are three cointegration relationships between the variables. Thus, there is a significant long-run relationship between economic growth and its determinants in Iran.
We found that the variables are cointegrated; we estimate the long-run relationship between growth and tourism using the V.E.C.M. Tables 6 and 7 estimate the shortand long-run coefficients.
In Tables 6 and 7 all coefficients can be interpreted as short-run and long-run elasticity. We applied D.U.M. 2011 for the model. Variables are statistically significant at the 5% and 10% level in the short-and long-run.
The important short-run dynamics outcome is the coefficient of E.C.M. The ECM tÀ1 is correct sign, and significant.
The coefficient of ECM tÀ1 is nearly À0.21% of the speed of adjustment from short-run back to the long-run equilibrium. The ECM tÀ1 shows 4.75 periods to equilibrium.
Tourism has a negative impact on economic growth in both short-and long-run. However, a 1% increase in international tourism, a decrease in R.G.D.P. of 0.01 %, 0.08 % in both the short-and long-run remain constant. These findings showed that tourism could not encourage Iran's economic growth, thus supporting the T.L.G.H. The results of our study are consistent, for example Oh (2005) and Katircioglu (2009) , which have a stance of growth led-tourism hypothesis. Moreover, physical capital has a positive and significant impact of on economic growth. Hence, 1% increases physical capital increases 0.15%, 0.12% in economic growth in the short-and long-run. While, the human capital has negative and significant on economic growth. It presented that a 1% increase in human capital causes a decrease of 0.14%, À0.12% economic growth in the short-and long-run, respectively.
In addition, a positive relationship between household consumption expenditures and economic growth is noticed. A 1% increase in household consumption expenditures increase by 0.47%, 0.39% economic growth in the short-and long-run.
The Brown, Durbin, and Evans (1975) . The plot of both C.U.S.U.M. and C.U.S.U.M.S.Q. are presented in Figures 1 and 2 . The parameters are stable in the model. Engle-Granger (1987) show that the relationship can be unidirectional and/or bidirectional. Moreover, this causality relationship is for short-and long-run causality. There is Granger causality between these variables in Table 8 .
We applied the Granger causality approach. The results of Granger causality show the causality relationship between tourism receipts, physical capital, human capita and household consumption expenditure and economic growth.
In long-run, the unidirectional causality is running from tourism receipts and household consumption expenditure to economic growth. We found bidirectional causality between physical capital and human capital and economic growth in longrun in Iran. Tourism could be an effective facilitator for Iran's economic growth. This is in contrast to the findings of Nanthakumar et al. (2008) , but consistent with Tang (2011) . Tourism development is of great importance to Iran's economic growth.
Conclusion
This article empirically examines the Johansen technique for cointegration, the A.R.D.L. test and Granger causality test between tourism receipts, physical capital, human capital, household consumption expenditure and economic growth for the period 1980-2014 in Iran. As we found that all the variables are I (1), we applied the Johansen-Juselius cointegration test to determine the presence of cointegration and structural break tests. The findings of the test suggested that economic growth and tourism receipts are cointegrated. Therefore, we estimate the short-and long-run relationships between economic growth and its variables.
The key finding is that the T.L.G.H. can be established for Iran. The results indicate that is unidirectional causality running from tourism to economic growth in Iran. The more the country prospers the more stable and sounds are the economic, social and political situations. The prospective tourists will have more confidence to visit Iran. It is therefore imperative that government institutions, tourism planners and investors recognise the implications of their actions in the interest of long-run economic viability of the tourism sector. Also, the growth of tourism-based investments and tourism capacity could stimulate further economic growth. However, this potential remains largely untapped. In addition, the conventional sources of growth such as investment in physical and human capital and the ability of households to have the wherewithal of spending on health, housing, nutrition, and other household items can enhance their productivity and spur their economic growth. Government should develop tourism sector by providing basic facilities such as, roads, infrastructural development, communication sources and good transport system. Tourism contributes to a reduction of poverty by generating employment. The government should provide subsidies to the tourism industry by a reduction in the tax ratio and travelling expenses. Law and order and security are other points that government should focus on to improve economic growth via tourism development.
This potential is realised if the basics exist. We recommend it is important to pay special attention to the tourism industry in order to reach higher economic growth in Iran. The tourism development programme of the country should be compiled in the field of economic development. We also recommend that authorities should pay attention to the growth of the tourism industry through planning, thus attracting foreign tourists' attention.
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